This paper discusses problems typical of eliciting housing preference. It will be argued that stated preference and choice models are potentially powerful in eliciting consumer housing preferences. This approach is illustrated in an example of new housing construction in Meerhoven. The design of the stated choice experiment is outlined and the estimated part-worth utilities of the attributes are presented. Furthermore, choices for houses in low-and high-density environments are predicted and it is examined how much more households are willing to pay for low-density housing.
Introduction
Over the past decades, the housing market in many industrialized countries has moved away from a heavily government-regulated industry to an increasingly market-orientated industry. This trend reflects a retreat of government in providing social facilities. Other non-profit or profit organizations in the market place have been given greater autonomy and have been empowered to make their own decisions. Consequently, housing associations, for example, have felt an increased need to build houses that reflect the needs and preferences of their target market. It has led to an upsurge of market research activities to predict consumer response to new housing products. Newly constructed houses should satisfy the needs and preferences of households for which these houses are intended. To the extent that housing associations are successful in attaining these goals, risks are reduced.
From an academic point of view, this increased market orientation raises the question how housing preferences can be measured. Realizing that no method is necessarily error-free, it seems critical to identify the specific assumptions underlying any particular method and assess to what extent these assumptions apply to any specific problem. The purpose of the present paper is to summarize some of the methodological discussion related to alternative ways of eliciting consumer preferences. It will be argued that stated choice models are especially valuable when consumer reaction to completely new housing types, for which historical data are lacking, is sought for. The method will be illustrated using a project in Meerhoven, Eindhoven's VINEX locations, as an example.
The organization of the paper strictly follows these goals and objectives. We will first summarize the advantages and disadvantages of alternative methods of eliciting consumer preferences and discuss how these relate to housing. Then, we will outline the design of a stated choice experiment and illustrate its use in predicting consumer response to new housing construction. Finally, we will draw some conclusions to finish the article.
Eliciting consumer preferences
The problem of how to measure consumer preferences has plagued numerous disciplines over the last decades. Many different theories, models and methods have been advocated, but unfortunately systematic comparative research is still largely lacking. Consequently, any discussion of the strengths and weaknesses of alternative means of eliciting preferences necessarily has to be largely based on theoretical positions and logic.
Some scholars seem to believe that it is only in the act of actual choice that individuals can reveal their preferences. That standpoint is based on the premise that some rationality is underlying consumer behaviour: choices are assumed to reflect preferences. If an individual is observed to choose alternative A over B, C, D etc., it is assumed that the preference for A exceeds the individual's preference for any other choice alternative in his choice set. Realizing that preferences may be stochastic, repeated measurements would be required to elicit the preference functions, but the same basic principle would apply. In order to determine which Characteristics or attributes of the choice alternatives influence preferences, one typically specifies a model that meets some basic statistical requirements such as the fact that the problem involves discrete data. Essentially, however, these revealed preference models interpret observed consumer choice as a manifestation of utilitymaximizing behaviour (highest preference). The implied utility or preference function is identified by relating observed choices to a set of attributes describing the choice alternatives using an appropriate statistical model. This procedure will depict the strength of the relationship between observed choice and the selected attributes of the choice alternatives. Now, if we forget that preferences may be conditional and that individuals may be involved in variety-seeking behaviour, it seems reasonable to assume that actual choice reflects average preferences if an individual can freely express his preferences. If we, for example, observe that a particular percentage of the market lives in apartment buildings, can we conclude that this percentage of consumers prefers apartments to other types of dwellings? Of course, the answer is NO: in addition to consumer preferences, observations of residential behaviour reflect the supply-demand conditions of the market. If individuals cannot find the houses they prefer because of insufficient supply, they either have to decide to postpone their
